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OREGCN BUSINESS = LAY 


Compared with 
Avril 1943 liay 1942 


Bank Debits — 10.8 + 32.7 
Retail Sales —_ Fou + 27.4 
Building Permits — 76.2 — 19.6 
Lumber Production (weekly average) 1/ + 2.5 — 6.7 
Ordinary Life Insurance Seles + -4.6 + 6.0 


Gesoline Sales + 11.1 — 10.9 
Business Failures — 24.0 ~~ 77.2 
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NOTES ON POWFR DEVLOFMENT AND TH? FUTURE OF THE PACIFIC NORTHVEST 


Ivan Bloch, Chief, I:arket Development Section 
Bonneville Power Administration 


In the short space of five years the power resources of the Pacific Northwest 
have enjoyed a phenomenal expansion. From a total recional electric power capacity 
of roughly 1,500,000 kilowatts in 1938, the installation of generators at Bonne- 
ville and Grand Coulee dams, plus certain relatively minor improvements of older 
power installations, has raised the regional total to over 2,800,000 kilowatts, 

All of this capacity is being utilized, and new demands are continually rising 
apace with, and freauently in advance of, available capacity. Together with the 
emergence of this resource, its utilization has brousht many new econ>mic develop- 
ments in tho region. New metal incustrics cand new chemical plants have located 
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in the region served by the power system of the Federal government and its 
cooperating interconnecting systems. New and abundant quantities of power are 
being made available to the home and on the farm. These are indications of a 
trensformation of the regional economy, the long-term pattern of which, however, 
is still subject to some question, particularly at this rudimentary stage of 
development, 


The Federal power system is performing several functions, the phases of which 
are not always generally recognized. Of courss, Congressional mandates, cxpressed 
in the Bonneville Act of 1937 and subsequent ancndments ond executive orders, 
stross the disposal of the byproduct powor to bo generated at Bonneville and Grand 
Coulce daas, These rmancateus perticularly draw attention to the desirability of 
disposing of this pover to public agencics on ss wide and wise a basis as possible 
so as to "prevent the monopolizution thereof by any limited groups." “he desira- 
bility of this latter dircctive becomes obvious whon viowed as a necessary safce- 
guard to the Federal government's capitol investment in tho ovorecll development 
of tho region and its rosources, In money, this capital risk nov totcels some 
$300,000,000 for facilitics ct Grand Couloo end Bonnovillo ond for interconnecting 
power trensmissicn systoms, 


The magnitude of the multipurpose development of the Columbio River transcends 
the financial capabilitics of the private entroproneur, Although it mi_ht be 
argucd that certain disjointod phases of the Columbia Rivor's devclopment could 
possidly bo accomplished by private onterprisc, it is doubtful thet the concurrent 
and important phases of the devolopment of the rivor for irrigation and agriculturo, 
navigation, and commerce all could bo accomplished under ordinary msthods of 
private financing. The Federal government, acting for its people, can ascribo to 
a multipurpose development such allocations of cost as it dcems aro in the public 
interest, though tho possible dollar ond conts valuoc may be intangible for any 
given number of yoors of dovclopment, In 2 sense, therefore, the Federal govern- 
mont, assuming the rosponcibilitics of risk capitcl, has visuxlizcd nccded devclop- 
mont of now forcos aad resources in the region in advence of thoir actual matcri- 
alizntion, The construction of public highways offers on apt parallol--thuse roads 
are constructed in terms of possible futuro traffic and possible future public 
advantages before the actual nocd arisos. 


Tho multipurpose devclopmont of tho Columbia, thercfore, cannot bo lookod 
upon purely from the point of vicw of power salcs por so; power is also a "financial 
sprinzboard" for other uses of the river's gw, Ty Rr wylt of which could 
not be otherwise reached econaiically. Grand Coulee is en example of multipurpose 
development, where irrigstion is the principal objective and where po:vver furnishes 
6 reasonable means for providing a byprocuct source of capital income which will 
lessen the burden on the irrigation phases of the developmont, Similarly, at 
Bonneville Dam and subsequent dams to be constructed on the Columbia River, there 
ere navigstion benefits for which the dame by thomselves could provide little or 
no amortizing revenues if it were not for their pover potentialities. 


In the case of Grand Coulee Dam, the irrigation benefits can be very clearly 
visualized today; Sut the navigation benefits of Bonneville and other dams to be 
constructed may not yet seom apparent. There has been criticism, at times, that 
to date no large volumo of treffic has passed through the locks of Bonneville Dam, 
This is an crror, as shovm by a comparison of tonnaze movements. In 1930, prior 
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to Bonneville's construction, about 80,000 tons passed through Cascade Lock e din 
1941, the tonnage through Bormeville Yem's locks was in excess of 900,000, This 
tremendous increase hes occurred in spite of the fact that Bonneville is but the 
first step of a navigation dovelopment on the Columbia River which Bomneville Dam 
alone cannot provide complctcly. The markets of the Inland Bapire to be reached 
by river commorce only touch Bonneovillo Dam at the vory lowest oxtromity of thcir 
fringes, The natural obstacles of Celilo Falls, John Day, and Umatilla Rapids, 

to montion but a fow, must be overcome as part of a longerange plan borore the full 
navigetion advantages of Bouneville bcgin to bo cffoctive, 


Tho importance of both irrigation and navigation phases cannot be over ompha- 
sized; free flow of water-borne commorco, varticularly as an extension to tidewator 
navigetion, can become an inportent factor in the devolopment of the Inland Empire 
with its huge agricultur:l and mincral wealth. Irrigation will provido some of 
the additional lands which a more fully integrated regional industrial structure 
will domand in future yoars, : 


The placo of powcr in industry, the home, and on the farm has beon so widely 
discussed in rocout years that its fund:mentals nocd no longer be oxemined. In 
a vory real scusc, certain of the «e:<..clencios of the rcgion's cconomy have boon 
partially met by the establishment of such key basis electro industries as those 
producing aluminun, magnesium, ferro-alloys, calcium carbide, and other chemicals 
end metals. What escapes perhaps the minds of most is that, even if the structure 
of basic industries in the Pacific Northwest were completely filled out, only a 
start would have been made toward stebilizing the regional economy. What is 
needed in the filling out of the industrial structure from raw-materials extrace 
tion, through processing, to final fabrication into useful articles suitable for 
distribution and consumption. Efforts to diversify the industriel structure have 
so far only resulted in multiplying the tynes of raw-materials extraction; the 
region still ships its watcrial resources unvrocessed, in the form of lumber and 
agricultural products, and its hydroelectric pover resources in the form of nonlabor- 
using pigs of alwainum and magnesium, cans of calcium carbide, cars full of ferro- 
chrome, We have partially enlarged the shallow bose of our cconomy, We have 
deepened it, 





However, imoaticnce is perhaps not justificd; obviously in the space of five 
short years only a start can bo made. As a mattcr of fact, the cataclysmic impact 
of the war has spurred on regional development beyond the wildest expectations of 
the nast. The emphasis of this dovelopment is azain folloving a traditional 
Pacific Northwest approach of overspecialization (as in this case, in the pro- 
duction of pig aluminum aad magnosium). The proportion of power being utilized 
by the so-called light-mctals industrics overshadows, in every respect, the amounts 
sold for the production of calcium carbide, chlorates, and forroealloys. What is 
needed to provide a further basis for an industrial ompire is the estublishmont 
of initial fcrrous-mctals capacity, and plants for the production of important 
primary chumicals such as the acids and the alkclics. ‘ith these additions, pro- 
gress could be mado rapidly in the vstablishment of linked industrios, starting 





V/ U. S, Wor Department, Annual Report of the Chicf of Engincers, part 2, 
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with raw materials and ending with manufactured articles. The interdependence 
of one industrial group upon the other ultimately would form a system of enter- 
prises thet would not surfer from problems of economic isolation. 


Continuous effort is still being made to provide these basic additional 
industries; but it is not too early to begin the active consideration and the pro- 
motion of secondary industries to make immediate use of our aluminum and magnesium, 
with perhaps industrial units to utilize calcium carbide and acetylene derivatives, 
The problems of securing and justifying basic industries are, by comparison, 
relatively simple ones; but the problems of secondary industries are highly cone 
plicated. The diversification of approaches places the magnitude of the prodlem 
beyond the reach of any single group. 


The question of markets for secondary manufacturing enterprises is one which, 
because of the present war, can be approached only on the basis of vague assump- 
tions likely to be completely changed by national and world policies to be 
established upon the termination of the conflict. It is not clear, for example, 
what products could be manufactured in the rogion which, with cconomies to be 
derived from lovepriced power and other natural advantages of the region, could 
compete on West Coast, national, and world markets, For one thing, the structure 
of western freight rates has crown like "Topsy" and reflects strongly the protec- 
tive attitudes of cstablished industry in eastern parts of tho comtry. In most 
cases thoy are tariff barriers to maintain the dominant position of castorn 
manufacturing plants, not promotionel aids, for the devclopmont of new wostcrn 
industry. 


Hovrever, assuming status ouo, it scems thet tho Pacific Northwest's soundest 
manufacturing opportunitios will ce in the production of high-grade materials and 
articlos in which freight costs can be absorbed. If, om the other hand, world 
trade conditions are such thet now markots can te opened in the Far Fast, thon 
the Pacific Northwost, as well as the entire Tost Coast, should realizo cn oppor- 
tunity to become a manufacturing contor, r=ther thon moercly a port of shipment for 
goods transportcd across the country from onstern manufacturing plants. This 
situation, of course, rsises guestions of nstional industrial policy which, undor 
present circumstances, must be mot on a "catch as catch can" basis in the best 
traditions of frco competitive cnterprisc, 


In this rospect, a potent compotitive factor may arise in the ultimato finan- 
cinl structure of the basicerawematcrials producing plants which havo sottled in 
the region during the past five yoars, the overwhelming majority of which havo 
beon constructed through the modium: of public finoncing 2 esc Cloctro-industry 
plants aro new plants and, in most cascs, are being amortized at oxtromcly high 
ratos, thus providing opportunitics for the majority to bo entirely debt froo at 
the ond of the war, Boing new plants, tho factor of obsolescence will bo in their 
favor, It is cvident how importent will bo governmont policy in the termination 
of operating contracts and leases for these publicly financed plants, All other 





V The total estimatod public investment in Northwest clectro plants is on the 
ordor of $130,000,000, Privi.te finencing has totaled $27,000,000, 
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things being equal, it is quite probable that established industry will look to 
these western plants with a slicshtly jaundiced eye. It is conceivable, therefore, 
that pressures will be exerted to place these western plants in “cold storage” so 
as to avoid their beinr used competitively, at least until such time as industry 
desires to operate them. This subject of government policy tovard "var financed" 
plants is one of vital concern to the West, 


At the same time, the creation of secondary industries and the building of 
markets for the products of these secondary indystrics might well act as an 
opposins force to the inertia factors described above. It may be that western 
capital itself may develop and seize these opportunities. In other words, as 
long as the basic electro plants in the region have no outlets, there can be but 
slight hope for their survival unless economies of production and the advantages 
of low obsolescence factors outweigh the naturel opposition of established indus- 
try. It may be that the more onlightened sectors of established industry can 
also join with the West in building a more decentralized national industrial | 
pattern, 


The extremely low power costs of the Fedoral powcr systom in the Northwest, 
plus the fact that the 15,000,000 kilowatts of potenticl hydro pover have barely 
been touched, are arguments, the cogency of which cannot be disclaimed. When 
military censorship is relieved at the termination of the present war, it will be 
guite evident that electro industrics have become among the most important of the 
nation. The trond toward the greater utilization of light motals, plastics, and 
specialized stecl alloys all place a premium on tho availability of large blocks 
of low-priced firm power. The Northrrost stands foremost in the list of povwer- 
producing regions in the nations with ite approximatc 45 per cent of the national 
potential of hydroclectric poreor, Yet, egain, it is necessary to point out that 
basic electro industrics are notoriously poor employ.rs of labor--that, again, 
the necessity for building sccondory industrics is of paramount importance to the 
establishment of cconomic security in the region. 


The production of light metals and of cortuin basic chomicals adds to, rather 
thon detracts from, the primary part which forest industrics play in the rczional 
cconomy, Although the timber resources of the region are being doploted at an 
alarming rate, because of war necessitics, there is an incros:.sing consciousness, 
particularly by government cgoncics and the larger operating groups of the industry, 
of the waste inhcrent in prosent cropping and utilization practices, The cxtrace- 
tion of alcohols, lignins, and chomiculs from wood westes are postwar projects 
which many companics have been cntortaining for some tinc, Yogether trith the 
recognition of the ncea for sustained yield and sclective logging, the industrial 
utilization of sulphite wasto liquors, mill wastcs, and forest slash can deepon 
tho roots of the forcst-products industries. Electro industrics can provide some 
of tho basic chemicals nccded for tho treatment of theso various forcst products, 


An. important dirocct rolation of forest use to poveor use lios in the utiliza- 
tion of forest wastes for the production of charcoal needod as a reducing agent 
in tho various clectromctallurgical industries of the region, The markct for 
charcoal, which expanding clcctro industrics domand, will pormit the troatmont 
of wood for valucs, such as the various wood tars and oils, ihich otherwise would 
be beyond cconomic reach, In other sroodeproducts industrics also, powcr can bo 
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important. For example, high frequency electric power is being used in diathermic 
treatment of plywood and other types of veneers. 


Assuming that the progress of chemurgy will be such as to increase the value 
per cubic foot of the harvested tree, there will arise the problem of replacing 
the power now provided through the use of sawdust, slab, and hogged vood as fuel, 
Since the coals of the Northwest must be considered as a supplemental domestic 
source of fuel rather than a primary one, we may have to turn to the inexhaustible 
flow of our rivers for displacement energy. The problem of fuels in the region 
is a perennial one which will grow with the passaze of time. It is not prophetic 
to indicate that more and more stress wiil be placed upon petroleum products for 
use in internal combustion cngines, for lubrication, and for their valuable cheni- 
cal contents. As in the case of present waste wood utilization ir the region, it 
may become necessary ond desirable to substitute pover for the fucl uses of these 
materials, Electric epace heating--the heating of living home space by electrical 
means--has suffered principally from factors of obsolescence, not cnly in the home 
but in our power distribution systcoms, We must face tho time when heating with 
electricity will become a necessity rathcr than a luxury. This in itsvlf may 
well noecssitate a gradual but relentlcss modernization of electric distribution 
systoms in the region. It vill probably require raising the thermal cfficicncics 
of our homes by providing a bettor insulation. Again, tho producers of insulating 
matcrials such as glass fiber or rock wocl will call upon clectrical power to do 
its manufacturing job. 


The ago of cloctricity has only bogun to reach agriculturc, Farm consumption, 
it has been domonstrated in other parts of the contincnt, can reach a much highor 
lovel than the present average. For oxemple, the drving of forage crops by power, 
which has bcen practiccd in Scxendinavian coun?¢rics for quite some timc, is but in 
its infancy, Tho treatment of crops throvgh the use of clectric hert for the 
production of dehydreted foods has likowisc barcly begun, Agricultural products 
may be visualized as cntcring a now phase of industrial utilization. ‘With the 
growing deniction of mincral rcsources in the ‘orld, azricultural crops may become 
increasingly important as sources of industrial raw matcrials. This, in turn, 
will necessitate the production of chovical fertilizer on a scale hitherto un- 
dreamed of, he vrorid's largest phosph:te deposits in Idaho, when proccossed with 
povror and mixcd with nitratcs, also produced with powor, form another link in a 
. chain. 


It is, of course, human to anticipate chenges in regional economy with a 
rapidity which in practice docs not occur, Our mcasure of time too often relatzs 
to our ovm uncortaintics,. Even so, there is little doubt thut the full devclop- 
ment of the Columbia River willsoccur at a much more rapid rate than has ever 
been enticipated by those who first dreamed of it. This devolopncnt alone cannot 
provide the job sccurity which is the conccrn of all in the rcgion. It is only a 
potont factor which, if carcfully scizced upon by those of vision and courage, can 
bring about tho collatcral industrial, agricultural, and domestic activitics that 
do provide a inarkot for manpoircr. 
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THE COST OF LIVING IDE 


The most serious provlem now facing the "home front” is that of inflation. 
Inflation is simoly a rise in the gererel price level or, stated another way, 
a reduction in purchasing power of money. At the present time, the most widely 
iscussed indicator of changes in the general price level is the Cost of Living 
Index computed by the Bureau of Labor Statistics, 


This index has certain definite limitations which should be kept in 
mind when interpreting it. It measures only changes in the cost of goods and 
retail services used by families of wage earners and lower salaried workers in 
representative cities. I: other words, it does not attempt to measure changes 
in the cost of living of the general pudlic, farmers, professional men, etc. 
This is a very important limitation. 


The index covers changes for about 2::0 commodities and services, These 
include such items as food, clothinz, fvel, electricity, ice, and house furnish- 
ings. Counting all the different grades and qualities, about 400 different kinds 
of prices are collected. In addition, figures on changes in rents are obtained 
for approximately 41,600 deilincs, Altogether, about 145,00 price quotations 
are used. The 200 commodities and services are considered to ve representative 
of every important type of femily expenditure in the economic group to which the 
index applies. Therefore, the Bureau of Labor Statistics believes it unnecessary 
to price all goods and services that a typical worker's family buys. For example, 
prices reported on the 1] fresh fruits and vegetables used in the index generally 
reflect the price movements of all fresh fruits and vegetables, 


The goods and services selected fcr inclusion in the index are those which 
are most important in the actual buying of wags earnors and clerical workers as 
shown by surveys of expenditures of 14,550 familics conducted by the Bureau in 
1934-1936, Each of the items is given the proper emphasis in the indéx by the 
use of woights. These weights are altered to take account of shortages and 
rationing. 


Information on prices and price changes is obtained from stores and servico 
agencies widely patronized by wage earners and lower salaried workers. The "black 
markets" which sell in violation of OPA price ceilings aro not visited ty the 
Bureau representatives, 


The index is computed in such a way that the average prices for the years 
1935-1939 equal 100. It is bascd on food prices obtainod monthly in 51 large 
cities, and on prices other than food securcd monthly in 21 citics and ouarterly 
in 13 others, Spocial quarterly ccsteof-living surveys are also made for certain 
smaller citics. 


The Burcau of Labor Statistics computes the index for each city scparatoly 
and also as a combincd national scrics, Tho figures for the individual cities 
can be used to learn whoth=r the cost of living is rising more rapidly in one 
community than in another. However, thoy cannot be used to tell whethcr it costs 
more to live in one city then in another, This is becausc the figure 100 indicates 
the dollar cost for cach community scparatcly for 1935-1939 and there is no way of 
tolling whether 100 for Chicago is hizhcr or lower than 100 for Now York. 
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Cost of Living Index readings for the United States and Portland covering 
the period since Juno 15, 1940, are shown below. The food and rent constituents 


of the index are included. 


Cest of Living Indox, United States 








Dato All Items Food 


1940 
June 15 100.5 98.3 


September 15 100.4 
December 15 150.7 





194] 
March 15 101.2 
Juno 15. 104.6 
September 15 108.1 
Decomsor 15 110.5 


1942 
March 15 114.3 
June 15 116,+4 
Sertember 15 117.8 
Decomber 15 120.4 


1943 


ifflarch 15 
April 20 


Cost of Living Index, Portland, Orogon 








Dateo All Itoms Food 





1940 
June 15 190.7 99.8 
Septembcr 15 101.5 100.5 
Decemver 15 101.8 100.7 


1941 
March 15 102.7 
June 15 106.2 
Scptcmocr 15 111,90 
Decomoor 15 1135.7 


1942 
liarch 15 11S,.1 
Junc 15 122.1 
Scptemocr 15 124.8 
Decemocr 15 126.8 


1943 
arch 15 128.7 
April 20 (1) 


(1) Not available, 
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OREGON BUSINESS ~ VAY 


General Business. The tendency for business expansion to taper off, first 
mentioned in last month's issue of the Oregon Business Review, became more pro- 
nounced during lay. Bank debits, a highly regarded indicator of general business 





conditions, showed a moderate recession for lhiay as compared to April. 





Furthermore, 


the tiay total of bank debits was only a third greater than for the same month a 
year earlier, whereas April's fizures were a half greater than those for April, 
1942, It will be noted from the following table that the least decline occurred 


in the Portland marketing area, 


Oregon 


Compared with 
April 1943 


May 1942 





— 10.8% + 32.7% 


Portland 

Lower Willamette Valley 
Upper Willamette Valley 
North Oregon Coast 


- 6.9 
— 15,0 
—14.7 
—- 14,3 


+ 47.2 
+ 18.3 
+ 23.5 
+ 46.8 


Douglas = Coos Bay 
Southern Oregon 

Unper Columbia River 
Pendleton 

Central Oregon 

Klamath Falls - Lakeview 
Baker = La Grande 

Burns = Ontario 


— 16.4 
—11.3 
— 40.5 
— 9.1 
~13.4 
15.0 
— 24,4 
— 24.6 


Retail Sales, The lisy sales of independent Oregon retailers showed a 
slight decline over the preceding month and the increase over the same month 





@ year ago was narrowed somewhat, 


Oregon business has, for the time being at least, ceased to expand, 


These data confirm the conclusion that 
Coriparisons 


of sales by types of retailers follow: 


Oregon 


Compared with 
Avril 1943 May 1942 
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Department Stores 

Food Stores 

Eating and Drinking Places 

Drug Storcs 

Apparel Stores 

Liotor Vehicle Deslers 

Furniture - Household - Radio —- 
Lumber =- Building - Hardware Group 
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The percentage change by marketing areas is showm in the table below, 


Compared with 
April 1943 May 1945 


+ 27.4% 





~J 
n~ 
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Oregon ° 
Portland 

Lower Willamette Valley 

Upper Willamette Valley 

North Oregon Coast 

Douglas « Coos Bay 

Southern Oregon 

Upper Columbia River end Pendleton 

Central Oregon and Klamath Falls - Lakeview 
Baker - La Grande and Burns - Ontario 
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—~— we 


itit! 
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Building Permits. In only ten of the forty-seven Oregon cities reporting 
waitdinig pereits issued, was construction undertaken on now residences. Of the 
$803,360 state total, $770,320 was in Portland. The largest amount of new 
residential construction elsewhere in the state was five houses in Corvallis, 
estimated to cost a total of $20,000. The situation in non-residential con- 
struction was much the samo, The largest item outside of Portland was a $6,000 
project in lickiinnville. Additions, alterations, and repairs were 90,1 per cent 
greater than the proceding month and 127.3 por cent greater than in May, 1942, 


Lumber Production. Lumber production continucod to increase during May. In 
Westorn Oregon and Wostorn Washington May production was 2.5 por cont greater 
than in April, but 6.7 per cont less than in Moy, 1942. The production of pine 
lumbcr in Eastern Oregon and Bastern Washington was 25.0 per cent greater in May 
than in April, and 1.6 per cont greater than in the same month a year ago, 


The West Coast Lumbermen's Association mado the following corments about 
developments in Western Orogon and Western Washington: "Due to our ontry into 
the offensive phase of tho war, the domand on the industry is now for a greator 
varicty of matcrials for battle scorvice instead of the construction lumber which 
formorly went into cantonmonts, powder factorics, warehouses and similar struc- 
turos, Vast quantitios of box and crating lumber vrill be required to carry 
mumitions overscas, throvgh boach landings and exposed dumps. Many more landing 
bargos and spocial types of boats will need West Coast lumber wntil the war takes 
a docisive turn. there is yot no prospoct of declino in total volume of lumber 
requircd for war. . ... . Tho bottleneck of lumbcr production remains in log 
suoply, and tho great over-a!l problom still is shortage of manpower in the woods. 
The industry is engaged in a continuing struggle to get back to the production 
volume of 1942, which is a:ain demanded by the war agoncios for 1943," 
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